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Islamic Social Funds: 

Rooted in Philanthropy and Benevolence 



Zakat: 

Shariah-mandated 
annual contribution 
by rich that can be 
used for eligible 
categories of 
recipients. 



Waqf: 

Endowment of assets 
that may provide for a 

sustainable source of 
funds for community 
welfare in line with 
intentions of the 
end ower 



Sadaqa: 

Free charity funds 



Qard: 

Cost-free loans 
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A Few Disturbing Numbers 

• Over a billion people still live on less than one dollar a day, and almost 3 billion 
on less than two; in abject income poverty (WB) 

• About 805 million people or one in nine, routinely go hungry (FAO); about 750 
million people around the world lack access to safe water and almost 2.5 billion 
do not have access to adequate sanitation (WHO 8 l UNICEF) 

• Approximately 100 million people without any kind of shelter; whatsoever (UN) 

• Need for 'social finance because capital is not yet aligned with social, 
economic, and political justice 
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Trends in Global Awqaf Sector 



• As far as mobilization of waqf resources are concerned, data indicate a near¬ 
freeze in the creation of new social waqf though religious awqaf continue to be 
created. 


* Large numbers of waqf properties remain encroached upon, often by the state 
(e.g. Indian subcontinent, Balkans) 


• Large tracts of waqf land remain un-developed providing beiow-normal returns 

• There has been some rejuvenation of social waqf in the form of cash waqf in 
Malaysia, Indonesia, Singapore and Sudan. 


• There have also been cases of redevelopment of waqf assets and their prudent 
investment for generating returns in these countries. 


* Family awqaf remains the ''neglected''' component the sector (with some 
— exceptions as in Sudan and Mauritius):: -■ 





Recent Development of Waqf in Malaysia 
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to develop 4.5ha of 
wacf land, in collaboration with 
UDA Waqf Sdn Bhd 

5pment was based on the 
Ijarah concept where the State 

~ tsm<3 


Develop 



Islamic Religious 
in various states will lease the 
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The ownership ot me prope 
would remain with SlRCs a 
only the rights to occupy will be 
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RMIGmln debut waqf fund in 
collaboration with Perak 
•slamic Religious Council, and 
Malay Customs Via the Waqf 
PerakArridzuan. 

The Bank's participation was 
broken dowrrfcb RMS million 
each; with the first-half 

aUbcated for the 



of a student hostel for 
Universiti Sultan Azlan Slv 1 ” 
and the remaining half in 
general cash. 


Financed its first waqf land. 

development project involving 

2 waqf lands worth of 

RM15.5mln; 

- 1 st p reject; co m p nsed of 164 
condominium unit and 12 
shopiot unit in Shah Alam 
covering 1,000 sq ft with a 
leasehold price of about 
RM 3 50.000 

: - ‘ ■' f: 

* 2nd project: construction of 
13 unit shop offices and 34 
bazaar units in Klang. 
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Authorities should revisit at the 
following areas: 

* True governance structure 




at 

inageroent 



arming strategies 

XOVi 


cater the waqf assets 


Tax: incentive for waqf 
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The Benefit of Waqf 



From INCEIF perspective: 


-> economic growth 

-» higher employment 

wealth creation 

-» young entrepreneurial 
development 


V Islamic microfinance institutions f'VIFIsj can utilise the waqf scheme in order to create more 
opportunities to give interest-free loans to the poor and needy of society. 

s IP's can replace current CSR programmes for a more sustainable solution. These can form part 
of their investment mandate so that waqf beneficiaries are allocated to receive a small 
percentage of the net profit realisations, 


Microtakaful and waqf could provide a financial solution for lower-income groups and small 
businesses. 
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India: Market value of the properties at about USS 24.0 billion. At a 
minimum return of 10 per cent per annum, resources generated are 
about 0.3 percent of the GDP against the resource required to meet 
the shortfall for lifting every Muslim poor above poverty tine, 
estimated at 0.344 percent of its GDP 


Indonesia: Market value of registered land waqf is about USD 60 billion. At a similar 
minimum rate of return of 10 per cent, these assets may generate an annual cash flow 
of US$ 6 billion, which is 0.849 percent of Indonesia's GDP. 

This compares favorably against a resource shortfall of 0.35 ^ 

percent of GDP for lifting every poor out of poverty 
(similar estimates by studies at WB and IDB). 
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Undeveloped and 
unproductive waqf land 
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Unregistered waqf land 
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The State Islamic Religious Councils CSlRCs.) require f 
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f remains an area that is severely lacking in expertise. Many 
ions are unaware of the ways in which they can utilise the 
eta generate revenues to be distributed to beneficiaries, 


■ Very few of the waqf lands generate income to the SIRCs. One of the 
main reasons for the undeveloped waqf land is due to its [ocality, 
whereby a lot of waqf lands are located in rural areas, are scatterec 
and lack potential to be developed. 



* As the Jaw on waqf is governed by different state laws, such a position 
may cause different interpretations and procedures in the 
promulgation of fatwa or legal rulings. 


The SIRCs, as waqf administrators, face problems in the registration of 
waqf land titles, where the land sometimes cannot be identified and 
registered. Without the land title, it is hard for the SlRCs to develop the 
waqf land. 
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Good Practices 


in Utilizing Waqf Resources 



reservation of 


mana 


the most important 
concern in waqf 
ent In case 
jil to ensure 
protection, they must 
be replaced with new 
provisions that enable 
recovery of lost waqf 











law must 
learly recognize 
ortance 



enhancing the benefits 
flowing out of the 
waqf. this being the 
ultimate purpose of 
the act of waqf This is 


importance of 
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managers. There 
ems to some be 
ositive evidence that 
the state can indeed 
play the role of an 
gffiderft manager of 
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Good Practices 

in Utilizina Waaf Resources 
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Good Practices 

in Utilizing Waqf Resources 





diversification 




mimization may 
ever rat be 



of the waqf itself is to 


engage in specific 
risky ventures (e.g. 
provision of start-up 
equity to micro- 
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Where can INCEIF play a role? 

■ Refocus of academic programs to 'producing talents who 
will be using Islamic Finance for the global haial 
economy” 

■ Action Based Learning 

■ Areas of study to include Islamic Social Finance, 
Responsible and Sustainable Finance in the context of 
Sustainable Development Goals (SDGs) 

■ Funding the initiatives - Innovative Waqf 


President & Chief Executive Officer 

>603 7651 4000 
azmi om ar@inceif,o rg 





Connect With Us 


Follow us on; twitte* .conn f \nceif 


Check our university's page on: linked fn.com/oompariy/iriceif 
See the latest INCEIF videos ; y ouiubtccm/lNCE1F2011 
Follow us on i facebook/1NCEIF 









